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EDITORIAL
It has remained for Mississippi, one of
the newest states in point of account
ancy legislation, to contribute to the
progress of the profession a remarkable and beneficent pronounce
ment on the subject of ethics. The Bulletin of the American
Institute of Accountants, published on January 15th, contains a
full reproduction of the rules of conduct laid down by the Missis
sippi state board of public accountancy. The mere publication of
these rules, however, is not sufficient. They are so far-reaching
and their effect may be so helpful that special attention should
be directed to several of their provisions. The fact that these
rules have been promulgated by a recent recruit in the ranks of
C. P. A. states seems to demonstrate the wide growth of high
professional standards. A few years ago it would have been
Utopian for any state to expect observance of such rules as those
to which we refer. The profession was not ready for them; but
today the rules are merely the latest development of an idea which
is spreading rapidly through all sections of the country where the
profession is known. It will be most interesting to watch the
results which follow the utterance of the rules of Mississippi, and
if it appear that they can be enforced—as we believe they can be—
other states may give prayerful consideration to the desirability
of following the lead of Mississippi.

Mississippi
Goes Forward

All that makes for the observance of the
most rigid code of ethics makes also for
the advancement of the entire profession
of accountancy. One of the things which most clearly differen
tiate trade from profession is the nature of principles governing
the activities of those who participate. Business men are adopt
ing with gratifying readiness the code of business conduct which
should prevail in the relationship between buyer and seller and
also between entities engaged in any branch of business. It is
Dividing Line
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one thing, however, to lay down a plan of business procedure and
quite another to regulate a profession. For many years it has
been recognized that different standards are to be expected of
men whose vocation is a profession. One does not expect the
physician or the lawyer to do many things which might be re
garded as perfectly proper in commerce. There have been
accountants who have denied that their calling was a profession,
and proof of their sentiments has generally been found in their
own acts. The man who says that he is an accountant and is not
a professional man is telling at least half the truth. He is not a
professional man in any sense of the word. Whether he be an
accountant or no is a question which need not be discussed.
One of the great sources of strength of the American Institute of
Accountants has been its gradual establishment of a code of
ethics. At first the inhibitions were few, but they have increased
in number from year to year, and today they cover most of the
functions with which a professional accountant is concerned.

Mississippi, however, has gone a step
beyond even the Institute, and its rules
of conduct are the most inclusive that
we have ever seen laid down for any body of men of any profession
whatsoever. The first rule reads as follows:
Enlarging the
Field of Control

“All holders of certificates as certified public accountants in Mississippi
are required to be of good moral character. Any holder of such certificate
from this board who shall be guilty of any continued or gross immorality
shall be deemed as guilty of unprofessional conduct; any holder of such
certificate issued by this board who is a habitual drunkard or a common
gambler shall be deemed as guilty of immoral and unprofessional conduct.”

There has been a feeling generally prevalent that so long as a
man did his professional work in a professional way the question
of his personal life outside had little bearing upon his standing.
This new code of ethics, however, reaches out to prevent any pro
fessional accountant from a breach of the moral law. There are
some who will say that this is a matter which does not concern a
state board of accountancy; but most men are inclined to the
belief that a notoriously immoral practitioner can scarcely be
expected to refrain from breaking professional laws as well.
A great manufacturing company whose products are found on
every highway and byway has undertaken to investigate the pri
vate life of its employees, and the result is said to be altogether
good. Why, then, should not a board of accountancy, charged
132
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with the duty of regulating a profession, have something to say
about how a man lives outside the precincts of his office?

For the Honor
of the State

The second rule has to do with the dignity and honor of the state. It says:

“The dignity and honor of the state of Mississippi is in the keeping of all
holders of certificates as certified public accountants. The holders of certifi
cates issued by this board who practise as such certified public account
ants in other states or territories of the United States shall conform to the
professional standards maintained or required by the board of account
ancy in such state or territory. The holders of such certificates issued by
this board shall place themselves under the observation of the board of
such state or territory of their practice. Any failure so to place them
selves under observation of the board of said state or territory of said prac
tice or any failure to conform to the professional standards by them re
quired shall be deemed as unprofessional conduct within the meaning of
the Mississippi law.”

Here we have a new note sounded. One hears much of the
dignity and honor of the profession, but the reputation of a
state issuing a certificate to an accountant is sometimes little
considered. Mississippi says that its certificate holders must
always conduct themselves in a way which will avoid discredit.
It assumes with perfect propriety something of the title to rever
ence which one feels for his mother college.

The third and fourth rules are concerned
with the certifying of statements and
follow generally the phraseology of the
American Institute of Accountants’ rules on the same subject.
The fifth and sixth rules, however, are new. They require that
the holder of a certificate shall neither employ nor be employed
by anyone who refuses to adhere to the requirements of the board.
They read as follows:
Employed1

“ No holder of a certificate issued by this board shall have in association
as a partner or continue as a member of his staff of employees any one who
is not regularly engaged in the practice of public accountancy and whose
practice is not in conformity with the standards of professional conduct
otherwise herein required. The continued employment of any employee
guilty of violation of any of these rules of professional conduct shall be
deemed as unprofessional conduct on the part of such employer.

“No holder of a certificate as a certified public accountant issued under
the authority of this board shall accept employment from or continue in the
employ of any public accountant or firm of public accountants, whether
domiciled in this state or in another state, if said employer or employers
fail or refuse to conform to any of the rules of professional conduct here set
forth or hereafter to be adopted by this board. Any continuance in such
employment after notice by this board or complaint to this board with due
notice to such employee shall be deemed as unprofessional conduct.”
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It is not uncommon to hear accountants disclaiming responsibility
for unprofessional acts of firms by which they are employed. It is
almost convincing to be told that one is merely an employee with
out anything to say in the councils of a concern, and that although
he frown upon the lack of ethics of his employer he is powerless to
bring about reform. The board in Mississippi takes a different
view of this question and insists that its certificate holders shall
either clean house or move into new quarters. And, when all is
said and done, this is not unreasonable.

The rules of the American Institute
relative to commissions and the engage
ment in business other than professional
practice are practically embodied in the seventh and eighth rules
of Mississippi. The ninth expresses a basic principle of ethics
which is recognized by all reputable accountants, although this
seems to have been the first official utterance of it. It provides
that the holder of a certificate shall not accept any employment
which would conflict with the interests of any client, and that no
engagement shall be undertaken which would be inconsistent or
incompatible with a prior employment.
_

.
,
Is Demanded

Great efforts are being made to bring
about by legislative enactment the right
of an accountant to regard his communi
cations with his clients as “privileged.” This has not been em
bodied in the law of Mississippi but the rules contain the follow
ing:
_

.
be Confidential

“The secrets of any employer should be held inviolate. No holder of a
certificate issued by this board shall divulge except under penalty of law
and upon the demand of a court of competent jurisdiction, any fact or
facts relating to the business of any client that may have been learned in
the course of a professional relation to said client, except at the request of
such client.”

This rule should not be necessary, but experience indicates that
no harm can be done by its definite promulgation. The idea is
old. Hippocrates enunciated it.
Now we come to one of the great sources
distress in the minds of some of those
accountants who are in business, not in
a profession. Nobody can criticize the commercial organization
which employs salesmen. But again observe the difference be

ofEliciting*
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tween business and profession. Let us read the eleventh and
twelfth rules of this most excellent code of Mississippi:
“No holder of a certificate granted under the authority of this board
shall solicit employment except at the request or suggestion of some party
interested in or connected with the business of the prospective client.
Such prohibition shall in no way limit the right to accept any employment
directly or specifically offered.
“No holder of a certificate granted under the authority of this board
shall employ any agent, representative, or solicitor to advertise or make
contracts for audits, systems, etc.”

A whole sermon might be written on the text contained in these
two rules. It might be specifically addressed to that portion of
the congregation which maintains “contract departments.” It
might even penetrate to the minds of those persons in the back
pews who employ solicitors—fortunately this is a shrinking section
of the congregation. We should like to take the time and space
to expound the doctrine at great length, and perhaps in some
later issue it may be opportune to return to it. At the present,
however, we simply draw attention to these rules and heartily
congratulate the authors of them.

There is also the question of advertising
which has not escaped the attention of
the friends in Mississippi. The rules on
this subject are not quite so definite and therefore will not be so
easily enforced as the rules of the Institute, but their intent is
clear and it will rest with the state board to see that they are
properly observed. Then follows a rule which deals with incometax practice. It reads:

.

A

11

. .
Ako^18111^

“ No holder of a certificate issued under the authority of this board shall
conduct himself so as to come under suspension or disbarment by the com
mittee on enrollment and disbarment of the treasury department of the
United States. Any holder of a certificate granted under authority of this
board who shall be suspended or disbarred by said committee shall be
deemed guilty of unprofessional conduct within the meaning of section 7
of the Mississippi accountancy act.”

This regulation is intentionally and justifiably severe. The man
who merits discipline from the national government or its agen
cies should not be permitted to practise as a certified public ac
countant.

Societies Are
Considered

The fifteenth rule in the Mississippi
code reads as follows:

“No holder of a certificate issued under the authority of this board shall
become a member of any professional society or other organization that
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does not uphold and adhere to the standards of professional conduct herein
recited or hereafter to be adopted.”

There can be no reasonable objection to a requirement that an
accountant shall restrict his society memberships to organizations
founded upon ethical principles. Certainly the American Insti
tute of Accountants must regard with complacence any regula
tion of this kind. The rule sets a high standard of conduct which
should be beneficial to the whole profession. These comments on
the new rules of Mississippi are necessarily cursory, but every pro
fessional accountant will find it to his advantage and, if he be
rightly inclined, to his rejoicing to read the entire code which, as
has been said, appears-in full in the Institute Bulletin.

In The Accountant, London, of Decem,
,
ber 6’ I924, there was a leadmS art1'
cle entitled “Unprofessional Conduct”
based upon the question whether or not a man was guilty of
improper conduct in making known matters which came to his
knowledge in the course of his professional work. The point is of
interest to accountants everywhere and affords an apt illustration
of the difference between a profession and a business, to which we
have referred in foregoing paragraphs. The Accountant says that
a profession “is the occupation of certain persons who, after long
study, earn their living by placing the mental skill and knowledge
acquired through study and experience at the service of the
public. In course of time, as the number of practitioners of a par
ticular profession increases, there arises a tendency on the part
of such persons to bind themselves together as a body united by a
common object and common interests, with a view to mutual con
sultation, the interchange of ideas, and the furtherance of the
interests of their profession. If they really love and believe in
their profession, such a body will certainly strive to prevent
incompetent persons from practising their art or mystery to
the discredit and detriment of the profession as a whole and
to the injury of the public at large, who might be misled by
specious pretenders to knowledge. . . . Every fully organized
profession must, for the protection of its own members and of
the public, be formed into an esoteric body, membership of which
can only be obtained on certain terms; and these members alone
must have the right to practise the art or mystery peculiar to the
profession.”
_
.
What Constitutes
a Profession
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The article from which we are quoting
supports the contention of the American
Institute and of the Mississippi state
board of accountancy that rules of conduct must be enacted and
enforced. “It is essential,” says the writer, “that in any organ
ized profession, especially in those to which exclusive privileges
have been given, the standard of conduct of the members them
selves should be maintained at a very high level; and therefore
the ruling body of the profession must, as in the case of the council
of the law society and the general council of medical education
and registration, have the power to make regulations for the gov
ernance of the conduct of the members; which will be coupled
with the power to say that certain actions, which might appear
innocent in themselves, are unbefitting the conduct of members of
the body, and amount to unprofessional conduct, which may
result in the removal of the name of the offender from the profes
sional register.” In returning so frequently to a consideration of
the principles of ethical conduct are we slaying the slain? It
would be well if it were so, but until all members of the profession
are thoroughly imbued with the highest professional idealism no
apology can be needed for discussion of this most vital of ques
tions.
Enforcement of
Ethical Rules

Reforms in a democracy almost always
originate among the people. It is
seldom indeed that the executive officers
of a town or state, or even of the nation, are able to bring about
the abolition of evils unless the people as a whole are aroused to
a point of insistence upon change. As an illustration, consider
the case of the congress which is to end unwept on March 4th.
Here was a body, elected to represent public sentiment, which
flew in the face of business judgment and repudiated the excellent
suggestions of the secretary of the treasury in regard to tax amend
ments. The whole country was stirred and the voice of the people
was heard in no unmistakable tones on November 4th. The
public demands a sensible and practicable alteration of the nature
and extent of federal taxation. In a much smaller way, and yet a
way that is important to all the country, taxpayers are awaking
to the fact that their money is frequently grossly wasted. They
are beginning to demand that for a dollar expended there shall
be a dollar’s worth received. To this end they begin to insist

Taxpayers
Demand Audits
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that the administration of public funds shall be subject to the
most searching scrutiny and that safeguards shall be set up which
will prevent the wilful misdirection of expenditure. For exam
ple, at the western states taxpayers’ conference in San Francisco
last October the following resolution was adopted:
“Whereas, taxpayers are entitled to receive full value for every dollar
expended in public administration and should be guaranteed such safe
guards as will best aid in the achievement of that end, and
“Whereas, the installation of adequate systems of accounts and of
modern office methods should yield the same practical results in public
office as in well organized private institutions, and
“Whereas, the installation of such methods should be followed by intel
ligent supervision and examination in order to guarantee the satisfactory
operation of such system, and
“Whereas, such supervision and examination should be conducted at
regular intervals by men experienced in accounting; whose independent
and impartial reports will be thoroughly enlightening to officials and tax
payers; and whose work will result in increased accuracy, efficiency and
economy in public administration:.
“Therefore, be it resolved by the Western States Taxpayers’ Association
that we favor the passing of laws in our respective states that will require
periodic audits of the financial records of cities, counties and school dis
tricts, by accountants duly licensed by law.”

The time may not have come for the introduction of legislation
which will require independent audits of all commercial under
takings. The time really has come, in a sense, but whether it is
possible to enact such legislation or not is another matter. There
is, however, no reason to believe that such a resolution as that
quoted may not be effective in any and every state of the union.
It will doubtless be opposed by the professional office-holder or
by a large part of him, but if the public insists, the fate may befall
the man who obstructs such reform which befell many members
of the unlamented sixty-eighth congress. Taxpayers of the west
ern states’ conference have said something which should be heard
and heeded by taxpayers everywhere.
A highly technical but none the less
interesting accounting question is in
volved in a case before the supreme
court of California in the matter of the
estate of Abraham Gartenlaub, deceased. During the last few
years trustees have been investing vast sums in securities at a
discount and it has been expected that a suit would develop sooner
or later involving the question as to whether trustees should from
year to year adjust such discounts, as fairness and equity to a life
tenant require adjustment. It is said to be the practice among

Adjustment of Dis
counts in Estate
Accounts
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trust companies and banks to adjust premiums, but not to adjust
discounts, and it seems that in this they may be guilty of unfairness
to the life tenant. Now the question has come before the court
and a decision which will establish a precedent will shortly be
rendered. The briefs submitted by appellant argue for the ad
justment of discounts and emphasis is laid upon the pioneer
nature of the case.
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